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Times change — and with them the living styles and 
buying habits of Canadians. Consider, for example, 
some of the more notable changes which have occurred 
in recent years: 

@ with the increasing number of two wage-earner 
households, the larger amounts being spent in res- 
taurants and for convenience foods; 

@ with the advent of more available leisure time, the 
rising proportion of expenditures being allocated to 
recreational activities; 

@® the growing popularity of electronic entertainment 
equipment. 

Each one of these phenomena and still many more have 

had some gradual impact in determining how consu- 

mers spend their money. 


Keeping track of changes in retail prices — whichis 
what the Consumer Price Index does — involves the 
regular pricing of those goods and services which are 
typically purchased by consumers. However, these pur- 
chasing patterns change over time. Because a CPI 
which is to be relevant should take account of these 
changes, the “basket” of goods and services underlying 
the CPI must be updated on a periodic basis. Following 
the second to last Updating of the Canadian CPI in 
October 1978, when 1974 expenditure patterns were 
introduced, Statistics Canada decided to adopt the prac- 
tice of conducting a CPI Updating on a regular four-year 
cycle. Accordingly, a CP! Updating using 1978 expendi- 
ture patterns replaced the 1974 patterns previously 
used and now an Updating using 1982 expenditure pat- 
terns will replace the 1978 patterns Currently in use. This 
will take place with the January 1985 CPI to be released 
in February. This will represent the tenth updating in the 
history of the CPI. 

The purpose of this pamphlet is to try to anticipate 
and answer some of the questions that may be promp- 
ted by this Updating. 

But first, a few words about What the Consumer 
Price Index Is. 


Briefly stated, the Consumer Price Index, commonly 
referred to as the CPI, is a widely accepted yardstick for 
measuring changes through time in the purchasing 
power of the consumer dollar, spent for such common 
requirements as food, shelter, clothing, transportation, 
recreation, etc. 

Imagine a shopping basket made up of a broad 
selection of goods and services representative of those 
being bought by an average Canadian urban family. The 
total cost of this fixed basket will, of course, vary from 
one time period to another as changes occur in the 
prices of Its Components. To measure these price 
changes, employees of Statistics Canada regularly go to 
a large number of retail outlets in various cities across 
the country and record the prices that consumers are 
being charged for the specified selection of items in the 
market basket. . 


For ease in comparing the cost of the basket of 
goods and services at different points in time, its costina 
designated base period is assigned a value of 100 (Cur- 
rently, 1981=100), while its cost at any other time period 
is expressed as a percentage of that base period cost. 
Thus, for example, because the cost of the CPI basket in 
July 1984 had risen by 22.9% since the 1981 base year, 
the index at that date stood at 122.9. 
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What uses 
are made of the 
Consumer Price Index? 


The Consumer Price Index is undoubtedly one of the 
most used of all statistical series produced by Statistics 
Canada, and, in its many applications, it directly or indi- 
rectly affects nearly all Canadians. 

It is frequently applied in the adjustment of various 
forms of income, where the aim is to maintain the pur- 
chasing power of consumers in the face of changing 
prices. Thus, for example, CP! movements are used in 
the periodic adjustment of payments under social 
programs such as the Canada Pension Plan, old age 
security and family allowances. Income brackets and 
exemption levels used in calculating personal income 
tax are also adjusted in accordance with changes In the 
CPI, thereby affecing the amount of income tax that an 
individual pays. And quite apart from government- 
sponsored programs, the CPI is widely used for escala- 
tion purposes in the context of business or personal 
arrangements such as rental agreements, insurance 
coverages, alimony and child support payments. 

In the industrial relations field, the CPI is used 
extensively in collective bargaining for the adjustment of 
workers’ wages and salaries. These are frequently tied 
directly to the CPI by specific escalator (COLA) clauses 
in labour-management contracts, with a given rise in the 
index triggering an automatic wage increase for those 
covered by the contract. 


Because the CPI measures price change at the 
retail level, it is often used as a general indicator of 
inflation in Canada, and between Canada and other 
countries. AS an economic indicator, it not only serves 
as a gauge of current performance, but also, in conjunc- 
tion with other statistical series, helps to reveal funda- 
mental trends in the economy and to throw light on past 
economic behaviour. It is likewise an important tool in 
the formulation of government policies and also serves 
as a yardstick in evaluating the success or failure of 
many economic policy decisions. 


Why update the CPI now? 


As already mentioned, the CPI assumes the purchase, 
month after month, of a fixed basket of goods and ser- 
vices and measures price changes of that basket alone. 
Periodically, however, the basket must be updated to 
ensure its continued relevancy to the actual spending 
habits of the population to which the CPI relates. 

Since the turn of the century, the measurement of 
consumer price changes has involved nine distinct 
indexes, each incorporating consumer spending pat- 
terns appropriate to the period of its use. These have 
been linked together to form a long-term uninterrupted 
historical series. 

While ten-year cycles, which is what previous updat- 
ings tended to coincide with, were adequate in former 
years, the more rapid changes in lifestyles, as well as the 
phenomenon of higher and more persistent inflation in 
the 1970's and early 1980's, have all combined to sug- 
gest that CPI updatings should now be more frequent. 

Accordingly, Statistics Canada decided in the late 
1970's to adopt the practice of updating the CPI basket 
on a four-year cycle i.e. 1978 family expenditure pat- 
terns replaced the 1974 expenditure patterns and now, 
1982 data will replace the 1978 patterns. 
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How will this updating 
improve the CPI? 


Three major areas of improvement are involved: 


1. 1982 spending patterns will be reflected in the upda- 
ted CPI, replacing those of 1978 presently employed. 


2. The selection of goods and services for pricing is 
being modified to add those which have become 
relatively more important in household expenditures 
and to remove those which have become less impor- 
tant. For example, microwave ovens, video-cassette 
recorders and contact lenses will be added to the 
basket while metal dinette furniture and black and 
white television sets will be removed. 


3. Victoria, B.C., will become the 18th major centre for 
which a CPI is produced and published monthly. At the 
same time, the CPI’s for Whitehorse and Yellowknife, 
published since March 1982, will now be included in 
the calculation of the Canada index. For technical 
reasons, these two indexes have not entered into the 
calculation of the national index since first being 
published two and one-half years ago. 


How are the spending 
patterns underlying the 
updated CPI determined? 


Information on the buying habits of a representative 
cross-section of urban Canadian families and unatta- 
ched individuals is obtained by personal interview with a 
scientifically-selected sample of respondents, through 
periodic household surveys. These provide detailed 
reports on just what goods and services have actually 
been bought by consumers in a given period, and the 


amounts of money spent on them. From this information 
it is possible to determine the relative importance, or 
weight, of each expenditure category in the consumer 
budget, and also to pinpoint the most appropriate items 
to include in the CPI basket. 

In the case of the updated CPI, it will reflect 1982 
purchasing patterns as reported by some 9,000 families 
and individuals living in private households in the 79 
urban centres which, according to the 1981 census, had 
populations of 30,000 or more, plus those for Whitehorse 
and Yellowknife. 


What are some of the 
main shifts in consumer 
spending habits reflected 
in the updated CPI? 


The proportion of expenditures allocated to Food as 
reflected in the updated CPI will decline from the 21.1% 
using 1978 expenditures to 20.0% for 1982. Within the 
Food component, the proportion of expenditures asso- 
ciated with Food purchased from stores remains at 
approximately 75% with Food purchased from restau- 
rants accounting for the other 25%. 

The Housing component weight within the CPI will 
increase from the current 35.4% to 38.1% with the major 
contributing factors in this shift being attributable to shel- 
ter where the percentage expenditure of the total CPI 
increases from 24.5% to 27.6% and to the household 
operation group, where the expenditure rises from 4.9% 
10.8%) 

The most notable decreases in expenditure shares 
appear in the Clothing component, from 9.6% to 8.4%, in 
the Transportation index, from 16.3% to 15.8% and inthe 
Recreation, reading and education component, from 
8.6% to 8.3%. 


Changes in weights of 
components of the Consumer Price Index! 


eg 


1978 1982 
Components Weights Weights 
D0 ai oles UE Se, ee eat eye an 
Food Pad AG 20.0 
Purchased from stores ipene 14.9 
Purchased from restaurants 5.6 ou 
Housing 35.4 38.1 
Shelter2 24.5 27.6 
Household operation2 49 5.8 
Household furnishings 
and equipment 5.9 48 
Clothing 9.6 8.4 
Transportation 16.3 15.8 
Health and personal care ait 40 
Recreation, 


reading and education 8.6 > Bee 


Tobacco and alcohol 5.4 5.4 


1 May not add to totals due to rounding. 


2 Some components have shifted from Household Operation to 
Shelter in the 1982 classification system; 1978 have been 
adjusted for comparison. 


Will there be any changes 
in the way consumer price 
movements are observed? 


No, this Updating leaves basically unaltered the method 
used to collect and evaluate prices being paid by 
consumers. Since the CPI is designed to measure the 
impact of changing prices on Canadian urban families, 


price movements will still be observed in the kind of retail 
outlets or other establishments where those families 
would normally be expected to do their shopping. This 
involves sampling among supermarkets, specialty 
shops, department stores, garages, dentists’ offices, 
hairdressers, etc. Items like bus, rail and air fares, hydro 
and gas rates, telephone charges and property taxes 
are collected from the appropriate local or regional 
authorities and establishments. Information on rent 
movements is obtained through a monthly survey of 
thousands of rental households in urban areas. In total, 
well over 100,000 individual price quotations are collec- 
ted each month across Canada. 


How will this updating affect 
already published CPIl’s? 


There will be no effect whatsoever on the Consumer 
Price Index for Canada published for the period up to 
and including December 1984. That series, which for the 
past two and one-half years has measured changes in 
the cost of the 1978 basket of goods and services, 
remains the official measure of price change at the 
national level. Beginning with the January 1985 index, 
however, the Canada CPI will incorporate 1982 spend- 
ing patterns. It should be noted that no break in the 
series willoccuras a result of this Updating because the 
Current and the updated indexes will be linked (or made 
equal) at December 1984. Thus, index movements prior 
to that date will be based on 1978 buying habits, while 
subsequent ones will be measured in terms of the 1982 
basket of goods and services. It is also important to note 
that there will be no change in the time reference 
base of the CPI. It will continue to have a reference 
base of 1981=100. 

As it concerns the set of 17 individual urban centre 
CPI’s also published by Statistics Canada, these like- 
wise will be updated from January 1985 forward, to 
incorporate appropriate 1982 city spending patterns. As 
in the case of the CPI for Canada, each updated city 


index will be linked for continuity to the current index as 
at December 1984 and the time reference base of each 
city will continue to be 1981 =100 (except for Whitehorse 
and Yellowknife which will continue to be on a March 
1982=100 time base). As noted earlier, Victoria will 
become the 18th urban centre for which a CPI is 
published. 


Will it be possible to 
compare movements of the 
updated and current CPI 
over the same time period? 


As indicated, there will still be only one official 
Consumer Price Index for Canada, namely, a conti- 
nuation of the present statistical series bearing that 
name. This series, on a time reference base of 
1981=100, measures price changes for the 1978 basket 
of goods and services in the months from April 1982 up 
to December 1984 and beginning with January 1985 
forward, will do so for a 1982 basket. Since the updated 
CPI will supersede the current index after December 
1984 calculation of the latter will terminate at that time. 

However, for the benefit of users interested in exa- 
mining the comparative movements of the updated and 
the current Canada CPI, special tabulations will be pro- 
vided which will show these comparative movements, 
both numerically and graphically, over an overlap period 
from March 1982 through December 1984. This compa- 
rison will appear in the forth coming Reference Paper, 
entitled The Consumer Price Index Reference Paper, 
Updating Based on 1982 Expenditures — Concepts 
and Procedures, which describes the latest Updating in 
some detail. 


Will there be any changes 
in the publication of CPI results? 


There will be no change — the Consumer Price Index for 
Canada will continue to appear during the month follow- 
ing that to which it relates, in the monthly bulletin, The 
Consumer Price Index (Catalogue 62-001). Similarly, 
the various city CPI’s, will continue to be published in the 
previously-mentioned monthly bulletin simultaneously 
with the CPI for Canada. 

The existing quarterly compendium which provides 
current and historical consumer price information in 
considerable detail, Consumer Prices and Price 
Indexes (Catalogue 62-010), will also continue to be 
published as previously. 


Where can | get more 
CPI information? 


If you wish to receive regular, on-going information 
about consumer prices in Canada, order the Statistics 
Canada publications mentioned in the preceding 
section. 

If you specifically wish to know more about the 
forthcoming CPI Updating, the new Reference Paper, 
entitled The Consumer Price Index Reference Paper, 
Updating Based on 1982 Expenditures — Concepts 
and Procedures will become available in February 
19385; 

If there is any further information that you require on 
the CPI, contact: 


Consumer Prices Section 

Prices Division 

Statistics Canada 

Ottawa, Ontario 

K1A OT6 

Telephone: 613-990-9607, 613-990-9606 
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or any of the Regional Offices of Statistics Canada’s 
User Advisory Services listed below: 


User Advisory Services: 


Central Inquiries 

Service 

Statistics Canada 
Ottawa K1A OT6 
Ontario 

(613) 990-8116 


Halifax: 


Statistics Canada 
1256 Barrington Street 
Halifax B3JU 1Y6 

Nova Scotia 

(902) 426-5331 


St. John’s: 


Statistics Canada 
P.O. Box 8556 

3rd Floor, Viking Bldg. 
Crosbie Road 
SteJOnMSAIB gP2 
Newfoundland 

(709) 772-4073 


Montreal: 


Statistics Canada 

Guy Favreau Complex 
200 Dorchester Blvd. West 
Montreal H2Z 1X4 
Quebec 

(514) 283-5725 


Toronto: 


Statistics Canada 

25 St. Clair Avenue East 
Toronto M4T 1M4 
Ontario 

(416) 966-6586 


Winnipeg: 


Statistics Canada 

Room 602, General Post 
Office 

266 Graham Avenue 
Winnipeg R38C 0K4 
Manitoba 

(204) 949-4020 


Regina: 


Statistics Canada 
530 Midtown Centre 
Regina S4P 2B6 
Saskatchewan 
(306) 359-5405 


Edmonton: 


Statistics Canada 
Hys Building 

Suite 215 
11010-101 Street 
Edmonton T5H 4C5 
Alberta 

(403) 420-3027 


Vancouver: 


Statistics Canada 
1145 Robson Street 
Vancouver V6E 3W8 
British Columbia 
(604) 666-3691 


Sturgeon Falls: 


Statistics Canada 

225 Holditch Street 
Sturgeon Falls POH 2GO0 
Ontario 

(705) 753-4888 
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Nombre d'articles (specifications) observées 
Nombre de prix observes 


chaque année 


Indices publiés 


Publications 


330 
(613 spécifications) 


1,500,000 


Publication mensuelle de I'lIPC pour le 
Canada et des IPC distincts de 17 centres 
urbains. 


Bulletin mensuel “Indice des prix a la 
consommation (n° 62-001) qui renferme 
l'IPC pour le Canada et les IPC de 17 villes. 


Publication trimestrielle “Prix a la 
consommation et indices des prix” (n° 62- 
010). Recueil de données a la fois 
courantes et historiques sur les prix a la 
consommation et sur les indices de prix qui 
en découlent. 


S20 
(624 specifications) 


1,500,000 


Publication mensuelle de I'lIPC pour le Canada et 
des IPC distincts de 18 centres urbains. 


Bulletin mensuel “Indice des prix a 
consommation (n° 62-001) qui renferme I'IPC pour 


le Canada et les IPC de 18 villes. 


Publication trimestrielle “Prix a la 
consommation et indices des prix” (n° 62- 
010). Recueil de données a la fois 
courantes et historiques sur les prix a la 
consommation et sur les indices de prix qui 
en deécoulent. 


Faits saillants de la mise a jour de I’Indice des prix a la consommation 


Comparaison de l’ancien et du nouvel IPC 


Article Ancien indice Nouvel indice 

Peériode de référence 1981=100 1981=100 

Sources des pondérations des dépenses Enquétes de 1978 sur les dépenses Enquétes de 1982 sur les dépenses alimentaires et 
alimentaires et autres dépenses des autres dépenses des familles urbaines. 


familles urbaines. 


Population visee Toutes le familles et personnes seules Toutes les familles et personnes seules vivant dans 
vivant dans des ménages prives dans des des ménages prives dans des centres urbains de 
centres urbains de plus de 30,000 habitants plus de 30,000 habitants au recensement de la 
au recensement de la population de 1976, population de 1981, en plus de celles de 
en plus de celles de Whitehorse et Whitehorse et Yellowknife. 


Yellowknife. 
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